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Maryland DHIA Report For October

The October 1995 Dairy Herd Improvement informa-
tion for dairy herds from the DHI processing center in
Provo, Utah, Thelist includes herds from Maryland, Pen-
nsylvania, and West Virginia. The information is listed by
herd name, county association, number of cows in the
herd and the average production per cow in the herd. To
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Dairy Economists Explore Possible Effec

MARK STEPHENSON
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ITHACA, N.Y.—Navigating a
deregulated dairy industry is an
uncharted course, but thanks to
more than 50 of the nation’s dairy
economists and policy analysts the
industry now has a partial map.

The group met in Kansas City,

Mo., Oct. 24-25, to discuss “The
1995 Farm Bill: Implications and
Impacts,” the topic of the second
Invitational Workshop for Dairy
Economists and Policy Analysts,
sponsored by the Extension Edu-
cation Committee of the Cornell
Program on Dairy Markets and
Policy.
_What the industry would look
like if federal price supports and
marketing orders were climinated,
as proposed by the U.S. House of
Representatives, was the major
topic of discussion.

And whether cooperatives
would be able to effectively repre-
scnt their members is a critical
Question for dairy producers living
in a dercgulated world. Dairy
cooperatives could be nearly
unrecogr.izable,

“Co-ops must compete, not
cooperate,” concluded one of five
discussion groups. Co-ops must
play by the “Eat or be eaten” rule,
the group added. Others predicted
that cooperation between co-ops
would increase.

Becoming larger or more spe-
cialized was viewed as the key to
survival by several groups, while
others thought that offering spe-
cial services, such as cost-based
balancing to Class I processors or
milk price hedging to producers,
would allow co-ops to continue to
fill a need while adjusting to a new
market order.

Deregulation also could
increase the number of strategic
2lliances, between co0-0pSs,
te¢tween co-ops and proprietary
dairy firms, between U.S. expor-
ters and foreign marketers, and
between dairy processors and U.S.
firms currently not in the dairy
business.

Nearly all of the participants
said deregulation would bring an
end to the pure bargaining co-op.

Without “brick and mortar,” a
co-op will have little bargaining
power. Some even suggested that
co-ops enter the fluid business,
while others warned co-ops not to
compete with their customers,

“Co-ops cannot be in the fluid
business and then sell to bottlers,”
said one economist, Regardless of
what strategies co-ops adopt to
survive, brick and mortar losses
are inevitable.

One group predicted that only
half of today’s co-ops would sur-
vive deregulation due to both an
increased number of mergers and
financial failures. Another said

fluid manufacturers processing
less than 20 million pounds of
milk per month—a medium-sized
plant—will also be at risk.

All of the economists expect a
short-term drop in milk prices
from deregulation, with an
unequal impact across and within
regions.

Low-cost farms have always
had an advantage, but under de-
regulation being a low-cost pro-
ducer will become even more
important. Large, well-located
farms with good-quality milk will
have the most staying power,

Most farm failures will occur in
the Southeast, mid-South, and
Northeast. The Midwest is also
vulnerable, some said, while the
Pacific states and Southwest will
continu¢ to gain market share.

Class I milk prices will be the
first to fall.

“There’s no reason to paymore
for milk going into the bottle than
for milk going into cheese,” said
one participant. “Class I prices
will fall to cheese levels.”

Individual bottiers will strive to
be the low-cost buyer of milk, and
with market information priva-
tized, the perception that others
are securing milk for less, could
send prices even lower, said one

group.

Class I handlers will look for
consistent supplies of milk, which
will lead to “cherry picking” of

be included, the herd must have 10 cows averaging 65
pounds or more of 3.5 percent fat corrected milk per cow,
per day. All herds reported are on official DHI or DHIR
test.

Also listed are the top eight herds in Maryland for the

Brown Swiss, Guernseys, and Jerseys, and the top six
herds for Ayrshires.

ts Of Industry Deregulation

large-herd producers whose oper-
ations ate located in close proxim-
ity to plants, transportation routes,
and population centers.

Those producers will be able to
command a Class I premium from
the market, but it won’t be large,
they said. Instead of monthly,
Class I milk could be priced on a
seasonal basis, or perhaps annual-
ly, but it will be bought and sold
on contract, with quantity and
quality specified.

What to do with excess supply
will be a problem, espccially
before export markets are devel-

oped and domestic prices match
world market levels.

“Who will step up to the plate
and say, ‘I want to tighten up the
domestic market, so I'll take $2
per hundredweight less for my
milk?'" asked one economist.

Looking further out, however,
predictions became more optimis-
tic. In the short-term, 1-5 years
post deregulation, exports could
account for 2-4 percent of the U.S.
milk supply; in the next decade,
3-10 percent; and in the next
10-15 years, 10-20 percent of
domestic supply.

Middle Atlantic Milk Marketing Assoc.



